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SUBJECT: IBRD COUNTERPART PROBLEMS 

1. AT YEARS END, IBRD CONTINUES TO EXPERIENCE CONSIDERABLE 
DIFFICULTY IN MOVING FORWARD ON LOAN DISBURSEMENTS FOR THE 
CHIVOR ONE POWER PROJECT FINANCED IN PART BY IBRD LOAN 

OF $52 MILLION. DISBURSEMENT REMAINS SUSPENDED BY GENTLEMEN'S 
AGREEMENT. THAT IS, GOC HAS AGREED NOT TO REQUEST FURTHER 
DISBURSEMENT UNTIL ITS COUNTERPART FINANCING PROBLEMS HAVE 
BEEN RESOLVED. THIS WEEK GOC SENT A TEAM HEADED BY 
MOSQUERA, DIRECTOR OF PUBLIC CREDIT FINANCE MINISTRY TO 
WASHINGTON TO DISCUSS POSSIBLE ALTERNATIVE SOLUTIONS WITH 
IBRD OFFICIALS. LOCAL RESIDENT REPRESENTATIVE ALSO PARTICI- 
PATING IN WASHINGTON DISCUSSIONS. 

2. THE MAIN ISSUE, AS WE UNDERSTAND IT, IS THAT IBRD HAS 
SERIOUS RESERVATIONS ABOUT THE FOUR COLOMBIAN POWER 
COMPANIES ABILITY TO MEET INCREASED PESO REQUIREMENTS 
THIS YEAR AND SUBSTANTIAL PESO CONTRIBUTION FOR NEXT 
YEAR UNLESS POWER COMPANIES AUTHORIZED BY GOC TO: 

(A) INCREASE UTILITIES RATES (B) INCREASE DOMESTIC AND/ 
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PESO TRANSFERS FROM CENTRAL GOVERNMENT BUDGET. PROJECT 
HAS EXPERIENCED A 40 PERCENT INCREASE IN COSTS OR CLOSE 
TO $50 MILLION IN ADDED EXPENDITURES. ALL BUT $1 1 MILLION 
OF THIS ADDED COST HAS BEEN COVERED BY ANOTHER LOAN FROM 
THE IDB. SIX MILLION DOLLARS IN COUNTERPART WAS DUE ON 
AUG 31. 1974 AND $12 MILLION MORE IS DUE BETWEEN SEPTEMBER 
AND DECEMBER. THE IBRD ESTIMATES THAT FOR CALENDAR YEAR 
1975 THE FOUR POWER COMPANIES WILL NEED AN ADDITIONAL 
$40 MILLION IN COUNTERPART CONTRIBUTIONS FOR THEPROJECT 
TO MOVE AHEAD ON SCHEDULE. 

3. SO FAR THE IBRD HAS TAKEN THE POSITION THAT SINCE THE 
GOC HAS GUARANTEED THE LOAN IT IS UP TO THE GOC TO MAKE 

UP FOR ANY SHORT-FALLS IN LOCAL CURRENCY COUNTERPART ON THE 
PART OF THE FOUR PARTICIPATING POWER COMPANIES. IBRD 
BELIEVES THAT IF THE CHIVOR ONE PROJECT BECOMES BOGGED DOWN 
OVER THE NEXT 18 MONTHS. THERE COULD BE A MAJOR POWER 
SHORTAGE IN COLOMBIA IN THE NOT TOO DISTANT FUTURE. 

4. COMMENT. WE BELIEVE IBRD TAKING THE RIGHT APPROACH WITH 
GOC ON THIS PROBLEM. IT IS OUR UNDERSTANDING THAT IDB 
EXPERIENCING SAME TYPE OF COUNTERPART PROBLEM ON THEIR 
INFRA-STRUCTURE PROJECTS. LACK OF COUNTERPART IS NOT 

A NEW PROBLEM FOR IFI'S IN COLOMBIA. THEIMPORT ANT 
THING IS HOW THE NEW LOPEZ GOVERNMENT RESOLVES THE 
PROBLEM. CONTINUED RELUCTANCE BY THE GOC TO COME UP 
WITH ITS COUNTERPART CONTRIBUTIOSN FOR INFRA-STRUCTURE 
PROJECTS WOULD SUGGEST A NEED TO RE-EVALUATE THE POLICY 
OF CONTINUING TO PROPOSE AND FINANCE THESE PROJECTS IN 
THE FUTURE. 

VAKY 
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